ARB's AB 32 Scoping Plan

The AB 32 Scoping Plan is a description of the Bpameasures ARB and others must take to
meet the objective of AB 32: Reduce statewide mtease gas emissions to 1990 levels by
2020 ("2020 limit"). The reduction measures idigedi in the Scoping Plan must be proposed,
reviewed, and adopted as individual regulationddnyuary 1, 2011, to become operative by
January 1, 2012.

A total reduction of 174 million metric torfMT), or 30% compared to business as usual, is
necessary to achieve the 2020 limit. The majorcasuof greenhouse gas emissions that must
be cut are the transportation and electricity sects well as high global warming potential
(GWP) products.

According to the Scoping Plan, reductions of appnately 140 MMT(~80%) will be achieved
through identified "regulatory” measures. Of thgulatory measures, more than 54% of the
tons come from four measures in the transportarhelectricity sectors.

The additional 34.4 MMT~20%) will be achieved through unspecified adddiloreductions
resulting from a "cap-and-trade" market. Theseicédns are also expected to come primarily
from the transportation and electricity sectors.

The top four regulatory measures in the Scoping Bia:
1. Vehicle greenhouse gas standards = 31.7 MMT

These "Pavley" regulations, adopted by ARB purst@adB 1493 (2002), apply to light-
duty vehicles sold in California beginning with tA@09 model year. Implementation of the
regulations by California and at least 13 othetestaepends on a waiver from U.S. EPA
which was denied in 2007, but is being revisitedh®yObama Administration.

2. Increased energy efficiency = 26.3 MMT

California has long been a leader in energy efficye This measure expects much more.
Most of the tons are expected to come from additibnilding and appliance efficiency, to
reduce electricity demand and natural gas uses Wilirequire further improvements in
efficiency standards for both new and existingdings, as well as appliances, plus
additional spending for rebates and other incestive

3. 33% by 2020 Renewables Portfolio Standard (RPS).3 RIMT

A 20% RPS was enacted in 2002, although it is woeting that the RPS has not increased
significantly in the five-plus years since the RB® was implemented. Renewable energy
remains about 12% of California’'s total electri@tjes, largely based on power plants built
in the 1980's. ARB attributes approximately one Mt each point increase in the RPS.
Given the limited progress thus far, significan&iebes in policy and practice will be
necessary to meet this goal.



4. Low Carbon Fuel Standard (LCFS) = 15 MMT

The LCFS was adopted by ARB in 2007 as an earlgracteasure, following an Executive
Order, to achieve a 10% reduction in the "carbo@ansity” of gasoline and diesel fuel. Itis
currently in implementation, with many remainingegtions about how it will actually work
as a regulatione(g. how to measure the full life-cycle greenhouseagagssions of a fuel).

Additional cap-and-trade:

ARB proposes to achieve the additional reducti®@4s4 MMT) necessary to meet the 2020 limit
through a cap-and-trade program that links witleo#itates participating in the Western Climate
Initiative to create a regional market. ARB's [gles to ensure California’s program meets all
applicable AB 32 requirements for market-based diampe mechanisnrs.

1 38505. (k) "Market-based compliance mechanist4ns either of the following:

(1) A system of market-based declining annugregate emissions limitations for sources or categ®f sources
that emit greenhouse gases.

(2) Greenhouse gas emissions exchanges, bamketits, and other transactions, governed by auelsprotocols
established by the state board, that result irsédmee greenhouse gas emission reduction, over e thae period,
as direct compliance with a greenhouse gas emifigiitror emission reduction measure adopted bystaee board
pursuant to this division.

38570. (a) The state board may include in égrilations adopted pursuant to Section 38562 the@lmarket-
based compliance mechanisms to comply with thela&gus.

(b) Prior to the inclusion of any market-basedhpliance mechanism in the regulations, to thergxtasible and
in furtherance of achieving the statewide greenb@as emissions limit, the state board shall dofalie
following:

(1) Consider the potential for direct, indireamtd cumulative emission impacts from these meshasiincluding
localized impacts in communities that are alreatiyeasely impacted by air pollution.

(2) Design any market-based compliance mechatigmevent any increase in the emissions of taitic
contaminants or criteria air pollutants.

(3) Maximize additional environmental and ecoimmbenefits for California, as appropriate.

(c) The state board shall adopt regulations gomg how market-based compliance mechanisms masbe by
regulated entities subject to greenhouse gas emifigiits and mandatory emission reporting requeata to
achieve compliance with their greenhouse gas eomsdimits.



